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Hundreds of dollars for residents. Thousands 
for businesses. Millions for the city. The real story of 
Prop. D. Plus: PG&E, the corporate criminal. How PG&E 
wires city hall. How your electric bill funds projects 
in Australia. And much, much more [p.16] 
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Behind the lies 








Too risky? Too costly? Let us present: the Pacific Gas and Electric Company. By Tim Redmond 




B y now, the questions—and answers 
—ought to be dear and obvious; 

Why does a city that owns its own 
hydroelectric power project still pay 
some of the highest electric rates in 
the country to a private utility? 

Why does the only city in the United 
States that is required under federal law to 
operate a public power system still allow Pa¬ 
cific Gas and Electric Co. to operate a pri¬ 
vate monopoly in town? 

How can the city trust its energy future 
to a company that has a horrible environ¬ 
mental record, a stack of criminal convic¬ 
tions, and a long history of political sleaze? 
How can anyone trust a company that 
shuttled billions of dollars out of town to 
affiliated corporations before filing for 
bankruptcy — while it's failed to make 
even the minimum investments, needed 
to maintain the local electrical infrastruc¬ 
ture, and thus is responsible for severe 
blackouts and ongoing threats to the safe¬ 
ty of everyone in town? 

How can the city continue to allow 
PG&E to poison entire neighborhoods 
with its pollution-spewing power plant 
when there are safer, cleaner, cheaper 


alternatives? 

How can city business leaders continue 
to support PG&E when the evidence is 
dear that the private utility has sucked mil¬ 
lions of dollars {$620 million in the past five 
years) out of the local economy, prolonging 
the recession and slowing any hope of re¬ 
covery? 

How is it possible that San Francisco 
still doesn't have public power? 


Look around town and you’ll see PG&E’s 
last, best hope tor convincing the voters to 
stand with the company in bankruptcy 
court and continue to cast their lot with pri¬ 
vate power. The slogan goes like this: 

“Too risky, too costly” 

The message: Proposition D, the public 
power measure on the November ballot, 
will put the city in jeopardy and harm 
ratepayers. That’s an old political trick (if 
you repeat a lie often enough, people start 
to believe it), and despite the feet that it can’t 
pay its creditors, PG&E is spending millions 
of dollars to tell its lies in San Francisco. And 
why not? Its worked before: nine times 
since the 1930s, the city has voted on bond 


acts that would have created a public power 
system—and every time, PG&E has used 
its money and political clout to defeat them. 

Every time, it's been the same sort of cam¬ 
paign of lies. Tune and time again, PG&E has 
tried to confuse the voters about the nature 
of the bonds, saying the sales would raise 
taxes. (Actually, revenue bonds are paid for 
out of the money the city makes by selling 
electricity, not by raising taxes.) PG&E has at¬ 
tempted to argue that the city isn’t capable of 
running an electric utility (even though 2,200 
cities all over the nation run electric utilities, 
more efficiently than PG&E does). PG&E 
has used its campaign cash and lobbying 
sway to line up powerful politicians, labor 
unions, and community groups. 

And ever since William Randolph 
Hearst turned around and abandoned his 
pro-public power position in the 1930s, 
PG&E has managed to line up the major 
news media. 

Phil Burton, the late, legendary con¬ 
gressional representative from San Fran¬ 
cisco, used to say that you can’t get anything 
done in this town without the San Francis¬ 
co Chronicle and organized labor. Since 
World War II, PG&E has had the Chronicle 


and labor behind it, and nothing has been 
done to end the company's illegal private 
monopoly. 

But the world has gone around a few 
times since Burtofrs.day, and PG&E is no 
longer the power broker it used to be. Thafs 
partially the company’s fault: PGM led 
the fight for deregulation, and the result 
— blackouts, high rates, terrible service— 
has convinced even the Central Labor 
Council to shift its allegiance and become 
a strong backer of public power. 

But the emergence of public power into 
the center of the local political agenda Is, by 
almost any account, due largely to the fact 
that one local newspaper never gave up 
the fight. 


When Bruce B, Brugmann and Jean Dibble 
started the Bay Guardian back in 1966, 
they’d never heard of the Raker Act 
They knew all about public power — 
Bruce came from Rock Rapids, Iowa, a 
town of about 2,800 where the electricity 
came from the “light plant,” Rock Rapids 
Public Utilities, which has always kept its 
rates lower than the private electric com- 


Monthly bill for a residential customer using 500 kwh a month 

{Rgum do noi inducfo slater tatol (oxe>, which vary by jurisdiction] 


cheaper — much cheaper. A rate comparison 

! what PO&E tells you, tie rates are far higher than those of public power agencies 


Public power is 

Despite what PO&E tells you, its rates are far higher than these of public power agencies 


Monthly bill for a small commercial customer using 1,000 kwh a month 

■[figure* do n-ol include ifole or locot foxes, -wliich vary by furisdiction) 


Pacific Gas and Electric Co. 
(Bay Area) 


$74.55 


Q Alameda Power 
I ^4T^i and Telecom 


$59.41 


rfcb-ws Silicon Valley Power 
- ■ (Santa Clara) 

$36.45 

City of Palo Alto 

$36.28 


Los Angeles Dept, 
of Water and Power 


$52.17 


SMUQ 


Sacramento 
Municipal Utility District 


$46.60 


Pacific Gas and Electric Co. 
{Bay Area) 


$202.52 


Q Alameda Power 
and Telecom 


$122.58 


, sli^ Silicon Valley Power 


(Santa Clara) 


$118.62 
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City 


$92.81 


-- Las Angeles Dept. 

1 ! ■ • 1 nf Wfrtaf rmri PhyiTT 

$112.18 

1_ 



Sacramento 
Municipal Utility 
District 


$105.68 
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panics in other parts of the state, Jean came 
from Bonnet, Nob. — a state in which all 
electric power is public. 

But when joe Neilands, a biochemistry 
professor at UC Berkeley, contacted Bruce 
back in 1969 with the story of how San 
Francisco was violating a federal law that re- 
quired the city to operate a public power 
agency, that PG&E was in effect stealing 
millions of dollars a year from residents 
and businesses by forcing them to buy 
high-priced power from an illegal monop¬ 
oly, Bruce was (like any good editor) a bit 
skeptical. Why, he wondered, is this guy 
bringing what sounds like a gigantic scan¬ 
dal to a struggling little “fortnightly' 1 paper 
with a circulation of 15,000? Why, he asked 
Neiknds, has nobody else has ever done this 
story? How come it isn’t in the Chronicle? 

Neitands’s response: PG&E has bought 
offer corrupted all the big papers* The Bay 
Guardian is our only hope. 

The story — “How PG&E Steals S.E’s 
Cheap Power”—ran March 27,1969, and 
launched a political and journalistic cam¬ 
paign that has defined the Bay Guardian as 
a unique and critical voice in San Francis¬ 
co. Year after year, as the dailies blacked 
out the story and PG&E did everything in 
Its power to ridicule and dismiss the Bay 
Guardian Bruce, and public power, the lit¬ 
tle paper stuck to the story. 

Thirty-three years later, the Bay Guardian 
isn’t a little paper anymore. It's an inde¬ 
pendent weekly with some 700,000 loyal 
readers and tremendous influence in locil 
politics, a leader in the national growth of 
the alternative press. And because it’s an 
independent paper, PG&E has been unable 
to slow it down. 

And finally this year—after hundreds of 
Bay Guardian stories and editorials point¬ 
ing out how the biggest daily in town was in 
league with PG&E — the San Francisco 
Chronicle did a major story on the Raker 
Act scandal. We are, Bruce likes to say, the 
most vindicated paper in America, 

At this point there’s just no evidence left in 
PG&E’s favor. 

Let’s start with the money, since PG&E 
continues to say public power would be 
too “costly” and since it will be throwing out 
huge numbers (Eke $ 1 billion) over the next 
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few weeks in an effort to scare the voters. 

Here's the truth: There's almost no way 
San Francisco could take over PG&E'$ San 
Francisco system and not offer cheaper rates 
and better service. Forget the fact that cities 
all over the country and all over California, 
already do that (see “Public Power Is Cheap¬ 
er” chart). Forget the fact that PG&E is in 
bankruptcy has been siphoning money out 
of town for years (see"PG&E: The Evil Em¬ 
pire," page 18), and is only going to keep 
raising rates, just look at the numbers. 

That's what we did last year (see 
wsw.sfbg.com/News/ann ivcrsary.html). We 
took the worst-case scenario (PG&E fights 
a takeover tooth and nail and wins a favor¬ 
able court ruling, forcing the city to pay 
close to S1 billion to buy out its lines, poles, 
and meters) — and found that the city 
could still cut rates by 10 percent Is that a 
fantasy? Not at all. The public Long Island 


“Too risky”? Take a look at the chart on 
page 18, Don Ray one of the nation's top 
investigative reporters, analyzed PG&E's 
corporate structure for us and discov¬ 
ered that the utility has set up a dizzying 
array of corporate entities designed to 
suck your money out of San Francisco 
and send it to profit centers in places like 
Australia and Malaysia, The company 
can't keep the lights on here because 
there's no money to maintain an ade¬ 
quate staff of qualified repair workers or 
to invest in rebuilding the crumbling 
local infrastructure. 

People are dying of respiratory illness¬ 
es in Hunters Point because PG&E's dirty 
power plant isn't up to modern environ¬ 
mental standards. A state report says San 
Francisco is the city most at risk for more 
blackouts because there's only one power 
line into town. Restaurants are going out 


The big rate hike 

June 2001 rate hike for residential customers (cost, in cents per kilowatt-hour) 
Before June 1,2001 14,3 

After the June 1,200 1 rate hike 22.1 


June 2001 rate hike for commercial customers (cost, in cents per kilowatt-hour) 
Before June 1,2001 _ 12.2 

After the June 1,2001 rate hike 16-7 


mother thing ic remember when PG&E tells you that Proposition 0 wilt raise your rates: PG&E has been rals- 
1 jng your rates for decades. San Francisco pays some ol the highest rates in the state. After going bankrupt in 

I April 2001, PG&E tabbied the California Public Utilities Commission to raise rates to netp bail out the compa¬ 
ny from the failures of the deregulation scheme it once highly touted. Across the board, the rate hike was an 
average of about 4fl percent, but it hit certain sectors harder than others. As this chart shows, residential cus- 
:omers using more than 130 percent ot the '‘baseline * 1 ’ (a designated standard amount that varies by city and 
ny season) saw rates go up an average of 56 percent. Commercial cutomers were also hit hard, seeing rates 
30 up 36 percent. Under PG&E's proposed bakruptcy reorganization plan, rates will stay this high for at least 
twelve years. (Rachel Brahinsky) 


Power Authority had to assume responsi¬ 
bility for more than SI billion in debt (from 
a nuclear power plant) when it took over die 
private Long Island Lighting Company five 
years ago — and LI PA has cut rates by 20 
percent and pumped $2 billion into the 
economies of Nassau and Suffolk Coun¬ 
ties, lowering the unemployment rate by 
three percentage points and helping the re¬ 
gion pull out of the recession. (And that's ac¬ 
cording to Irwin Kellner, a conservative 
economist, and George Palaki, die Repub¬ 
lican governor of New York.) 

In fact, as we reported six weeks ago 
(see “The $620 Million Shakedown,” 
9/4/02), PG&E’s high rates are pulling 
$620 million out of the local economy-— 
and cheaper public power would give busi¬ 
nesses and residential customers millions 
of dollars in new discretionary income, 
creating jobs, generating tax revenues, and 
generally helping a battered local economy. 

What would it mean to the average cus¬ 
tomer? Well, based on PG&E sales figures 
compiled by the city controller and on US. 
census data, the average household spends 
about $49 a month on electricity. That's 
gone up 28 percent in just the past two 
years. If a public power agency could cut 
rates by 20 percent, you'd save $117,60 a 
year. With about 320,000 households in 
the city, that's about $37 million more in 
cash floating around in consumers' pockets. 


of b usiness because they can't get PG&E to 
hook up their power. Builders are taking 
their lives in their hands to do their own 
electrical connections because they can't 
get a PG&E worker to come out and do it. 

And the Gish that would pay to fix those 
problems is all going out of town. 

The lies will continue— that's PG&E’s 
political game. But fewer and fewer people 
are buying it. 

Burton sat for years on the congression¬ 
al subcommittee with jurisdiction over the 
Raker Act, and he never did a thing to en¬ 
force it. When we asked him why, a few 
years before he died, he told us he “didn't 
want to take a pratfall," But if he were alive 
today it's a safe bet he'd be doing what his 
brother* John, is doing, and what most of the 
supervisors are doing, and what every po¬ 
litical group with any integrity left in town 
is doing* He'd be voting yes on Prop. D. 

Because after all these years, the truth is 
out — and there's no way for PG&E to 
contain it anymore. *t* 

The Bay Guardians 36th Anniversary Task 
Force: Savannah Blackwell, Rachel Brahfn- 
sky, Bruce. B. Brugmann, David Moisl, 
Shadi Rahlml, Desiree Evans, Don Ray 
and Tim Redmond. For more stories on 
PG&E and public power — and a detailed 
chronology of the Raker Act scandal — go 
to www.sfbg.com/Mews/pgande. 
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Immediate delivery available 
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full frame 

$100 

~$379” 


grateful bed 


fuLL frame Si Luna futon 

instant savings: $60 now 


$241' 


instant savings: 
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now 
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full flatbed 

instant savings: $100 
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National Holistic Institute 


5900 Hoilis St. 
Emeryville, CA 


you love 

Train for a career 
as a massage therapist. 

Massage Therapists work in spas, resorts, 
healtli clubs and cruise ships. 

Many choose to have their own practice 
with their own flexible hours, 

■ nhi is the largest School of Massage 
in Calif orma. 

* nhi offers Morning, Evening & 
Weekend Classes. 

, nhi offers Financial Aid (if qualified). 


1 - 888 - 639-3500 

Mon.-Thurs, 8:30AM-9:00PM Fri, until 5:00PM 
Saturday 9:00AM-2:0QPM 
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While San Francisco’s electricity infrastructure crumbles from a lack of investment, 


Pacific Gas and Elecfric Corp. 

Holding company formed in 1997 in part to protect Pacific Gas 
and Electric Co. money from possible problems during deregulation 


How PG&E hid $4 billion 

Behind the corporate trickery that kept utility 
profits safe from bankruptcy? — and left the 
ratepayers and taxpayers with a huge hill 

By Bon Ray 

I t's been two years since officials at Pacific Gas and Electric Co. 
demanded an emergency rate increase to keep up with the out- 
of-control prices the company was having to pay for power. The 
California Public Utilities Commission granted increases of up to 
40 percent because PG&E executives argued that the price hikes 
weren't the company's fault and that utility didn't have the money. 
Or did it? 

Critics are saying PG&E did indeed have the money but gave it 
away to its holding company, PG&E Corp. Court records and other 
government documents paint a picture that looks like a well- 
planned scheme to insulate the gas and electricity giant from hav¬ 
ing to pay for any increased energy costs out of its own pocket 
It all started back in October 1995, when PG&E made a pitch to 
the CROC to get permission to reorganize and make its utility op¬ 
eration a separate and independent subsidiary of a holding company 
that would be called PG&E Coip. If the state-regulated utility oper¬ 
ation was its own entity, company officials argued, it would be pro¬ 
tected from the risky dealings of the other parts of the company. 

It took more than a year, but the CPUC gave the plan its stamp 
of approval — provided PG&E agreed to some conditions that state 
officials believed would protect gas and electric customers from 
getting shafted with either higher prices or a reduction in the qual¬ 
ity of service. 

Among other conditions, PG&E Co. agreed to not cross-subsi- 
dize any nonutilrty activities, to institute a dividend policy as if it 
were a “stand-alone" company, and to operate In such a way that 
the holding company would give it “first priority" in case it need¬ 
ed help. The corporation also agreed to some clear rules involv¬ 
ing transactions between the utility and its affiliates. 

The whole idea was to ensure the utility would not take a 
nosedive because the holding company snatched away all of its 
money. The deal went through, and in a series of complicated legal 
moves partially detailed in the chart on this page, the structure of 
PG&E changed. Instead of a traditional stand-alone electric and gas 
company, PG&E emerged as a dizzying array of subsidiaries and 
wholly owned limited liability corporations. 
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PG&E Corp, created other subsidiaries for electric generation, 
energy trading, and gas transmission. Later it formed yet anoth¬ 
er subsidiary, PG&E National Energy Group, which builds, ac¬ 
quires, and operates independent electric generating facilities in 
various places across tie globe. 

Ifs this entity tat investigators and government lawyers believe 
ended up wfth a fot of the money that could have paid for increased 
energy prices — and prevented PG&E Co, from needing a huge, 
multibillion-dollar bailout by ratepayers and taxpayers. 

From the very beginning, investigators say, the utility started 
transferring money into the holding corporation — in spite of its 
promise not to. Between 1997 and 1999, Investigators for the San 
Francisco City Attorney's Office and the state Attorney General's 
Office say, the utility provided at least $4 billion to the corporation 
in the form of stock dividends and repurchases of PG&E Co. 
common stock held by the parent corporation. That, they say. rep¬ 
resented 60 percent of the cash inflows to PG&E Corp. 

And during that same time PG&E Corp, invested $800 million 
In its other subsidiaries, spent $27 billion to buy back its stock from 
the public, and paid $1.5 billion in dividends to its shareholders. 

Nobody paid much attention; these sorts of intercorporate 
transfers go on ail the time, and neither business reporters nor reg¬ 
ulators saw any signs of funny business. It became a different story, 
however, in the summer of 2000, when wholesale energy prices 
skyrocketed and the utility had to request a rate increase. In 
January and March of 2001, the CPUC allowed rates to soar by as 
much as 40 percent. 

But government lawyers, including San Francisco city attorney 
Dennis Herrera, are suing PG&E Co. because they say the utility 
could have easily handled the increased energy costs — if it had¬ 
n't given its money away to PG&E Corp. 

And there’s more. The lawsuit filed by the city of San Francis¬ 
co alleges PG&E Corp, created a special-purpose entity, NEG 
Holdings ULC, now known as PG&E National Energy Group LLC, a 
Delaware corporation based in Betoesda, Md., and filled it with 100 
percent of the issued and outstanding shares of PG&E Corp. The 
purpose was to keep the money from ever having to be used by 
any other entity—including the utility, even if it was deeply in debt, 
facing bankruptcy, and demanding bailouts. Lawyers say the cor¬ 
porate officials used a technique called “ring fencing." 

Even money that was supposed to be used to pay taxes ended 
up enriching the parent company, government officials claim. 
They say the parent corporation collected taxes from the utility its 
accountants said it owed. But court papers argue that the utility paid 
the holding company more money than the combined tax liabilities. 
And the holding company used toe money for other projects. 

There were other examples of PG&E Corp. using PG&E Co, as a 
cash cow. In toe first nine months of 2000, for example, court 
records claim the utility generated $1.8 billion in cash, and transferred 
more than a toird of it ($632 million) to Its parent corporation. It paid 
$275 million of it for PG&E common stock repurchases and $357 mil¬ 
lion in dividends — both In violation of the conditions corporate of¬ 
ficials promised they'd honor, lawyers allege. 

However, because PG&E has a corporate structure that in¬ 
cludes more than 200 subsidiaries that stack up to 12 levels — 
some of them in the Cayman Islands, Malaysia, and Australia, such 
claims may be difficult to prove. 


CALIFORNIA 


Pacific Gas and Electric Co. 

Local utility, which sends ratepayer money to PG&E Corp. — but gets none back 

Elm Power Corp. 

Delaware corporation formed to repurchase PG&E stock 

Etrans LLC 

Formed to own electricity transmission assets under bankruptcy plan 

Gtrans LLC 

Formed to own gas transmission assets under bankruptcy plan 

Electric Generation LLC 

Formed to own electricity generation assets under bankruptcy plan 


29 other limited liability corporations 

Formed to own individual hydroelectric projects 


Alaska Gas Exploration Associates 

Owns PG&E’s stake in Alaska Highway Pipeline Project 


Eureka Energy Co. 

Managed Utah coal venture; now holds Marre Ranch property in San Luis Obispo County 

201 Turk St LP. 

Formed to own and construct low-income housing project in San Francisco 

7 other limited partnerships created to invest in and build 
low-income housing in Oakland, Chico, and other communities 

Oak Creek Associates Joint Venture 

Land development in Yolo County 


Conway Conservancy Group Joint Venture 

Owns land in Yolo County 


PG&E Strategic Capital Inc. 

Venture capital firm formed to invest in telecommunications 
and related business activities 


Pacific Venture Capital 

Venture capital firm formed to manage investments in energy 
and telecommunications companies 


PG&E Ventures eProp LLC 

Venture capital firm formed to invest in “e-procurement" 

PG&E Telecom LLC 

Formed to engage in telecommunications and related activities 






This chart shows some of the projects that PG&E has started, bought, or 
invested in around the country through some 200 corporate subsidiaries created 
in toe past five years. The chart doesn't include all of the shell companies, 
holding companies, finance companies, Cayman Islands corporations, and other 
corporate entities that make it difficult to track where all the money goes (those 
who are interested can find that information in PG&E F s Securities and Exchange 
Commission filings at www.sec.gov/ArchIves/edgar/data/1004980 
/G00100498002000023/0001004980-02-000023-index.htm). 

The information was compiled by investigative reporter Don Ray, whose work 
has appeared on inside Edition, 60 Minutes, and Primetime and in many 
newspapers and magazines. He waded through hundreds of pages of SEC filings 
and legal documents filed by the San Francisco City Attorney's Office (www.ci.sf 
.ca.us/cityattorney/press/p021102a.htm) and the California Attorney Generals 
Office to crack PG&E's corporate veil. 
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has sucked your money out of town and used it to build and expand a global empire 
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UNITED STATES 


PG&E National Energy Group Inc. 

Bethesda, Md. 

Holdrig company formed to iximarily in toe energy field 


Scrubgrass Generating Co. 

Kennderdell, Pa. 

Fortner in coal-fired generating facility in Pennsylvania 


Property Holdings LLC 

Bethesda, Md. 

Holding company formed to own PG&E property entities 


Athens Generating Co. 

Athens, N.Y. 

Partner in natural gas-fined power plant currently under construction in New Vdrk 


Gilia Enterprises 

Betoesda, Md. 

Real estate investment company involved in Marengo Ranch 
land development in Davis 


Lake Road Generating Co. 

Dayville, Conn. 

Partner in natural gas-4ined generating plant currently under construction 
in Connecticut 


VaHey Real Estate Ik. 

Bettiesda, Md, 

Real estate development company 


US Gen Mew England 

Bettiesda, Md, 

Owns 17 generating facilities In New England 


Mid-Columbia Generating Co. 

Bettiesda, Md. 

Proposed energy development in Washington state 


Bettiesda, Md. 

Partner in natural gas-fired plant in Pleasant Prairie, Wis. 


Attala Generating Co. 

Partner in natural gas-tired plant in Sallia, Miss. 


Umatilla Genetating Co. LLC 

Bettiesda, Md, 

Electricity generating facility proposed for Umatilla, Ore. 


Iroquois Gas Transmission L J, 

Shelton, Conn. 

Owns a natural gas pipeline through New York, New Jersey, and New England 


Beech Power Corp. 

Bettiesda, Md. 

General partner in power generating project in Gloucester County, N J, 


Colstrip Energy LP. 

Helena, Mont 

Owns and operates electric generating facility in Ccistrip, Mont 


Kentucky Hydro Holdings LLC 

Bettiesda, Md, 

Formed to buy two hydroelectric plants in Kentucky 


Okeelanta Power LP. 

Palm Beach, Fla. 

Formed to develop, own, and operate an electric generating facility in Okeelanta, Ra. 


MASSPOWERLLC 

Houston, Texas 

General partner in Massachusetts cogeneration project 


Gator Generating Co. 

Bethesda, Md. 

Formed to own, operate, develop, and lease a cogeneration facility 
in Palm Beach County, Ra. 


Pittsfield tolerating to 

Pittsfield, Mass, 

Partner in natural gas power plant in Massachusetts 


First Oregon Land Carp. 

Bettiesda, Md. 

Formed to enter Into real estate options in Oregon 


Selkirk Cogen Partners 

Selkirk, N.Y. 

Partner in natural gas generating plant in New York 


PG&£ ET Synfoel 166 LLC 

Formed to acquire a synthetic fuel production facility in South Carolina 


Logan Generating Co. 

Swedesboro, N.J. 

Partner in pulverized coal generation facility in New Jersey 


True Quote LiC 

Louisville, Ky. 

Energy-related software development and business-to-business 
Web portal limited liability corporation 


Hermiston Generating Co. 

Hermiston, Ore. 

Partner in gas-fired cogeneration plant in Oregon 


NotHi Baja Pipeline LLC 

Portland, Ore. 

Formed to construct a natural gas p ipellne from Arizona to the Mexico border 


Cedar Bay Generating Co, 

Jacksonville, Ra. 

Partner in coal-fired generating facility in Florida 


Stanfield Hub Services LLC 

Spokane, Wash. 

Formed to pursue opportunities for the construction of natural gas storage faculties 



OTHER COUNTRIES 


Alberta and Southern Gas Co. 

Calgary, Alberta 

Wholly owned Canadian subsidiary of 
PG&E set up to buy natural gas in Canada 


K&E Energy Trading, Canada 

Calgary, Alberta 

Natural gas marketing and trading 
in Canada 


CEG Energy Options Inc. 

Saskatoon, Saskatchewan 
Natural gas trading in Saskatchewan 


PG&E International Development 
Holdings LLC 

Bettiesda, Md. 

Formed to own and sell an Australian 
pipeline development company 


PG&E Overseas Holdings 

Lab u an, Malaysia 
Owns PG&E corporate holdings in 
Australia, including an energy marketing 
company and a corporate services company 


How your PG&E bill goes to 
Australia - a case study 


G overnment attorneys are saying PG&E Corp. has been sucking billions of 
dollars out of its subsidiary, PG&E Ca r the utility it was supposed to be fi¬ 


ll nanting in the event of an emergency. Instead, they say, the utility has been 
helping Its parent company pay for ventures throughout North American, as well 
as in other parts of the world. 

instead of paying for the cost of providing utility services to San Francisco 
gas-and-electoc customers, or investing in the crumbling, inadequate, and dan¬ 
gerous local infrastructure, the money, lawyers say, could have ended up 
funding projects hatfway around the world - all in violation of PG&E Corp’s prom¬ 
ises to the California Public Utilities Commission. 

If the attorneys from the city of San Francisco and the state attorney gen¬ 
eral's office are correct, some of the money a San Francisco customer paid for 


an electric bill might have taken a path such as this; 

PG&E Co. T which sells electric power to most of northern California, 
cashes the check. Some of the money then goes to its parent company, 
PG&E Corp, 

Some or at! of that money could then go to PG&E National Energy Group LLC, 
a Delaware limited liability company based in Bethesda, Md, which was fonrted 
for the purpose of holding stock in another Bethesda-based Delaware cor¬ 
poration called PG&E National Energy Group Inc. 

Then PG&E National Energy Group Inc, might receive the money from its par¬ 
ent limited liability corporation. Next, the cash might trickle down to PG&E En¬ 
terprises, a California corporation based in Bettiesda, 

Then it could drip down another level to PG&E National Energy Group Hold¬ 
ings Corp., a California corporation based in Bethesda that is a holding com¬ 
pany for PG&E National Energy Group generation and energy trading subsidiaries. 

It could easily pass from there to PG&E Energy Trading Holdings LLC, a 
Delaware limited liability company also based in Bettiesda, It was formed for 
the purpose of holding stock in PG&E Trading Holdings Corp. 


As you might guess, the next stream leads to PG&E Energy Trading Holdings 
Corp., a California corporation based in Bethesda, Itis a holding company for en¬ 
ergy trading and overseas entities. 

Next stop: PG&E International lnc. 3 a California corporation based in Bethes¬ 
da that is a holding company for overseas project companies. 

Now the m oney could flow down toe East Coast to PG&E Overseas Holdings 

I Ltd., a Cayman Islands company. It is the owner of PG&E Overseas Holdings 

II Ltd, based in Labuan, Malaysia The company is the owner of PG&E Corp. Aus¬ 
tralian Holdings Ltd., who could be toe next recipient. 

Australian holdings is based in Brisbane and is toe holding company for Aus¬ 
tralian entities. 

It might pass some of that electric bill money to PG&E Energy Trading Aus¬ 
tralia Ltd., an Australian corporation based In Brisbane that markets energy. 

If the theory holds up, San Franciscans — who face blackouts due to In¬ 
adequate investment in PG&E's local system — may very well have been pay¬ 
ing to keep toe lights on in Queensland, down under. 

OR 
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PG&E, corporate criminal 

The utility likes to pretend ifs a good corporate citizen - but the record shows otherwise. By Savannah Blackwell 



■ H J^en immigrants arrived on 

■ HI San Francisco's shores during the 

IIU ^ m * ew decades of the past ccn- 
H H tur y> it wasn't easy for them to 

■ I find decent, stable jobs. John 
Hanley, the president of the local fire¬ 
fighters union, likes to say that for many the 
only options were the police department, 
the fire department and Pacific Gas and 
Electric Co* 

PG&E has played hard on its reputation 
from those days, using stories like Han¬ 
ley’s to push blue-collar workers to oppose 
public power. The company has spent mil¬ 
lions on other public relations efforts: for 
years, PG&E representatives talked about all 
the widows and orphans who were living 
off company stock, and hyped the money 
the company gave to local charities. 

But the image of PG&E as a fine, benev¬ 
olent, and upstanding corporate citizen is 
long gone. 

Today, with PG&Es stock in free fall, 
the small shareholders who had hoped to 
use the utility's stock as part of their re¬ 
tirement income are in trouble — while 
the same executives who drove the com¬ 
pany into bankruptcy are earning multi- 
million-dollar bonuses. 


The charitable contributions that once 
helped buy PG&E political protection have 
dried up. 

And over the past few years, PG&E s 
most lasting legacy has become that of a 
corporate criminal* 

Consider: 

* in 1997 PG&E was tried and convicted in 
criminal court for endangering the lives 
and property of gold country residents by 
failing to trim tree branches near electrical 
wires frequently enough to prevent major 
fires. Evidence showed that PG&E execu¬ 
tives had diverted tree-trimming money 
to fatten profits and salaries of top corpo¬ 
rate executives. 

* The story of the company's poisoning 
of community water supplies in Hinkley 
became a major Hollywood movie called 
Erin Brockovich , and a similar environ¬ 
mental disaster is still underway just south 
of San Francisco. Meanwhile, residents of 
the Bayview-Hunters Point district in San 
Francisco are suffering from alarmingly 
high rates of asthma and other illnesses 
that they link to PG&E's dirty power plant 
in the neighborhood (see “Poison Power,” 
1/28/98). In addition, the nearby Potrero 


power plant, which PG&E sold to Mirant 
Corp* in 1998, Is scheduled for expansion* 

* PG&E stole nearly $200,000 from San 
Francisco by illegally running its power 
lines to the Presidio, according to a 1995 
lawsuit the city filed against the company 
Indeed, PG&E’s service to San Francisco 
residents is illegal, according to the terms of 
the 1913 Raker Act, which requires the city 
to operate a public power system* The com¬ 
pany s monopoly has led to decades of 
structural corruption at City Hall (see “How 
PG&E Wires City Hall” page 26). 

* In 1998 a major blackout hit the dty— 
leaving nearly half a million San Francisco 
residents without electricity (see “Still in the 
Dark,” 12/16/98). Officials determined that 
a failure to make a key backup safety check 
at a San Mateo substation caused the out¬ 
age. For several years the company had 
been cutting back on maintenance staff to 
fatten profits. 

* In 200 L after lobbying for the 1996 biU 
tha t deregulated part of the state s electric¬ 
ity industry, PG&E shuffled off more than 
5600 million in profits to its holding com¬ 
pany, gave its top brass $50 million in 
bonuses and raises, and declared bank¬ 
ruptcy. Since spring 2001, rates have soared 


GUARDIAN ILLUSTRATION BY JERRY OOLBZAL 

40 percent and customer service for every¬ 
thing from hook-ups to billing problems 
has worsened (see “Feeling the Crunch,” 
9/4/02)* 

* Under its proposed plan to get out of 
bankruptcy, PG&E wants to Ike itself of the 
last vestiges of sta te regu lation while at the 
same time making a very anti-free market 
demand: ratepayers must protect its share¬ 
holders and CEOs from any potential future 
losses (see “Competing Energy Visions,” 
page 30). 

• PG&E has a long record of harassing 
internal whistle-blowers and reporters who 
dare to take on the giant company* 

When former presidential candidate 
Ralph Nader talked to reporters at an Oct. 
8 forum at the Commonwealth Club of 
California, he slammed the company’s busi¬ 
ness practices: "PG&E was caught up in 
the whole deregulation scam, which it 
helped frame and get through the [Cali¬ 
fornia] legislature unanimously [It] prom¬ 
ised that rates would be reduced by 2000. 
Instead, PG&E has been caught up in a 
wild gyration of transforming the electric¬ 
ity industry into a speculative commodity 
marked by secret deals and collusion, which 
is just now being exposed by government 


investigators and newspaper reporters* 
Nader was at the dub to support fellow 
Green party candidate Peter Camejo in his 
bid for governor* 

“I think on the philosophy of Three 
Strikes, You're Out/ there have been more 
than three strikes. [The company] should 
be subject to eminent domain and 
takeover by a public power entity to es¬ 
tablish lower rates, cleaner energy, and 
the more focused efficiency we've learned 
to expect from the better-run public power 
districts in California” 

Burning down die houses 

In 1994 a disastrous wildfire struck the 
community of Rough and Ready in Neva¬ 
da County, scorching 500 acres, destroying 
a dozen homes, burning a historic school- 
house down to the ground, and running up 
$2 million in damages. Residents, some of 
whom lost everything they owned, literal¬ 
ly had to run for their lives* 

The local district attorney was livid: the 
fire was started by tree branches brushing 
against high-voltage PG&E lines — and 
for years California forestry officials had 
been telling the company to cut back those 
tree limbs. In 1997, D.A* Michael Ferguson, 
in an unusual move, took the corporation 
to criminal court, charging it with 746 
counts of violating the state law requiring 
the utility to maintain safe clearance around 
power lines. Ferguson accused PGM of a 
chronic and widespread pattern of negli¬ 
gence that resulted in the 1994 fire (see 
“Burning Secrets,” 3/12/97, and “The Peo¬ 
ple v, PG&E,” 4/2/97). 

PG&E brought in the big guns* The 
company hired former US. prosecutor 
Joseph Russoniello to defend its actions* 
But a quiet, determined assistant D.A. 
named fenny Ross, who had practiced in 
San Francisco with Pillsbury Madison and 
Sutro, prevailed with the jury* The compa¬ 
ny was found guilty of739 counts of crim¬ 
inal negligence and fined S2 million* 

The evidence brought forward by the 
prosecutor was overwhelming. With the 
help of u tility analyst Bill Marcus of Sacra¬ 
mento, Ross showed how PG&E had taken 
$80 million from ratepayers between 1987 
to 1994 that was supposed to pay for tree 
trimming. Instead, the company used it to 
pad profits and ensure hefty salaries for 
CEOs at a time when it was trying to make 
up for losses incurred from the screwed-up 
construction of the Diablo Canyon nu¬ 
clear power plant PG&E had raked in more 
than $1 billion in profits the year prior to 
the fire* 

Ross presented loads of documents 
(which PGM fought fiercely to keep con¬ 
fidential) — including personal e-mails 
between staffers — in which it was dear 
PG&E's brass had made a fatal decision to 
save money by drastically cutting back on 
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tree-trimming staff PG&E s managers even 
mocked the forestry officials for their con¬ 
stant warnings of danger. 

The California Public Utilities Com¬ 
mission, whose offidais were angry PG&E 
had hoodwinked them during rate cases 
involving the tree-trimming money, took 
up the matter and fined the company $29 
million in 1999, 

Nevada County wasn't the only site of 
major fires caused by PG&E In fact, Cali¬ 
fornia Department of Forestry officials told 
us in 1997 that PG&E's Mure to trim over¬ 
grown trees had caused some 760 fires. 

In 1997 a devastating fire in Los Gatos 
was caused by molten aluminum particles 
spewing from a PG&E power pole. Al¬ 
though PG&E was never charged with a 
crime, the company agreed to pay the foil 
cost—$2.5 million—of the fire. 

Poisoning the water 

Not many utility companies have been the 
subject of major Hollywood films. But In 
2000, director Steven Soderbergh released 
a blockbuster about the illnesses and deaths 
in Hinkky, a Mojave Desert town of3,500, 
and how a rough-and-tumble law-firm 
clerk named Erin Brockovich forced the 
company into what was the largest class-ac¬ 
tion settlement of its time: $333 million. 

The rampant sickness in the commu¬ 
nity was tied to exposure to chromium 6 
prevalent in the groundwater. PG&E, 
which owned a natural-gas pumping sta¬ 
tion on about 20 acres near the town, 
never acknowledged direct responsibility 
for the illnesses. Runoff from the station, 
which also contained chromium 6, was 
stored in unlined wastewater ponds. The 
corporation knew the ponds were leak¬ 
ing into the water supply. 

In Daly City, residents living in Mid¬ 
way Village, a 150-unit federally subsidized 
housing development, have for years suf¬ 
fered unexplained headaches and high 
rates of cancer, as well as skin disorders 
and neurological problems. They found 
out they were living amid toxic waste from 
lampblack (a kind of carbon ) and coal tar 
in their yards and under the property di¬ 
rectly next door, which PG&E owns as 
part of its Martin Service Center. The stuff 
had been there for at least 100 years — 
left behind by a gas manufacturing plant. 
Residents charged that PG&E had known 
for more than 1 5 years that residents were 
being exposed to dangerous carcinogens 
such as benToapyrene and other petrole¬ 
um-based cancer-causing toxins yet did 
nothing to warn residents or sufficiently 
clean up the mess. In 1980, state records 
showed, PG&E workers even complained 
to the U.$. Environmental Protection 
Agency about the problem, and some of 
the waste was removed. 

Ten years later, the first set of residents 
sued PG&E. Eventually, 180 plaintiffs ac¬ 
cused the company of endangering their 
health. In 1997, San Mateo County Superior 
Court Judge Joseph Bergeron dismissed 
the case, saying that residents hadn't proved 
a direct link between their illnesses and the 
chemicals in the soil. The residents ap¬ 
pealed. In 2000 the state Court of Appeals 
upheld the superior court judge's findings 


and threw out the residents* suit. Now res¬ 
idents are focusing on trying to force state 
officials, who removed more contaminated 
soil in 2001, to compensate them for the 
costs of treating their illnesses and to pay to 
relocate them. 

“From Bayview-Hunters Point to Mid¬ 
way Village and other communities, you see 
a pattern of PG&E putting corporate greed 
above the health of people impacted by 
their operations,” Bradley Angel, director of 
Green act fon, an environmental justice 
group based in San Francisco, told us. Angel 
said it was only in the past few weeks that 
environmental and Native American ac¬ 
tivists, with the help of a bill authored by 
state assembly member Fred Keeley and 
signed by Gov. Gray Davis, succeeded in 
stopping PG&E's plans to send radioactive 
waste to Ward Valley. “We see a pattern of 
threats to community health as well as a 
pattern of environmental racism and in¬ 
justice” 

These are just a few examples of PG&Es 
blatant disregard for public health and safe¬ 
ty. There are numerous others: For exam¬ 
ple, in L997 Sonoma County settled a case 
against PG&E in which the district attorney 
alleged that the company's Geysers geot¬ 
hermal plant emitted hydrogen sulfide at 
levels higher than the law allowed (see“An¬ 
other Step Forward,” 3/19/97). That same 
year a Santa Clara jury awarded $30 million 
to the family of seven-year-old Cole Behr. 
The family claimed that Behr, who can 
barely walk and cannot speak, was bom 
with brain damage because his mother, 
Cynthia, was exposed to carbon monoxide 
related to PG&E's gas service when the 
dangerous chemical infiltrated the heating 
system of a San Jose office building where 
she worked when she was pregnant. 

Cheating the city 

PG&E never should have delivered power 
to San Francisco. But even the terms under 
which it breaks the federal Raker Act are 
unfair. Since 1939, PG&E has paid San 
Francisco a pittance — 0.5 percent of its 
annual gross receipts on electricity sales— 
for the right to run its gas and electric 
lines across city property. San Francisco 
granted PG&E that deal under an agree¬ 
ment that supposedly lasts “in perpetuity” 
—a clause city attorneys, including Louise 
Re one, have used to staunch efforts to 
take the utility to court and get a better 
deal. The national average for so-called 
franchise fees is 4 percent. 

But low fees weren't enough for the 
company — it tried to get away with pay¬ 
ing nothing for a key part of its system. 
The Btfy Guardian reported in 1994 that 
PG&E had illegally run its lines into the 
Presidio and never paid the city a dime in 
franchise fees for those lines (see “The 
Presidio Power Grab,” 1/12/94). 

After the story came out, Controller 
Ed Harrington undertook the first audit of 
the franchise fees and determined that 
PG&E owed $ 114,000 for delivering power 
to the Presidio over the years 1991 to 1993 
and $18,218 for 1994 and 1995. 

former supervisor Angela Alioto forced 
then-city attorney Louise Renne to take 
PG&E to both state and federal court over 


the issue. In 1997, at the behest of Renne, 
the city settled the state case for a mere 
$132,494 (see “Settling for Less,” 5/7/97, 
and “City Hall's Gift to PG&E,” 7/16/97). 
The city had originally asked that all of the 
money the utility made while engaged in 
the unlawful business of using city prop¬ 
erty without the right to do so be returned 
to city coffers and that PG&E be fined 
$2,500 for each day broke the law. Thai 
would have been $53 million. 

The federal case was decided in PG&E's 
favor in part due to mistakes Renne made 
in the case in 1996 (see “Presidio Power 
Outage,” 1/1/97). 

In addition PG&E successfully fought 
off the city's efforts to get the Presidio 
electricity contract, which would have 
brought in needed revenue and allowed 
for a significant expansion of the city's 
public system, which currently serves 
city agencies. 

Thanks, PG&E 

If you like higher electric rates, and you en¬ 
joyed the rolling blackouts of 2000, you 
can thank PG&E, which played a major 
role in bringing deregulation to California. 

PG&E and the state's two other major 
private dearie companies, Southern Cal¬ 
ifornia Edison and San Diego Gas and 
Electric, were not the initial instigators ol 
the push to deregulate the industry. That 
came from large commercial users and 
former Republican governor Pete Wilson. 
But soon the utilities became boosters and 
saw a way to rid themselves of the his¬ 
toric limits on their profits. 

With San Diego state senator Steve Peace 
at the helm, PG&E and the other utilities 
succeeded in getting a sweetheart deal from 
the legislature. Spending some $4 million 
in lobbying efforts and $ I million on cam¬ 
paign contributions, the three companies 
got a bill that protected their profits and 
forced customers to foot the bill for more 
than $28 billion in money they lost build¬ 
ing nuclear power plants — even though 
PG&E customers had already paid inflat¬ 
ed rates to make up for Diablo Canyon 
for years (see “You Lose,” 8/13/97). 

PG&E was particularly effective at push¬ 
ing the deregulation bill. Midway through 
the bill-making process, the company 
brought on Dan Richard, who had been 
representing independent power produc¬ 
ers, to lobby for its interests instead. 
Richard didn't even tell former assembly- 
member Diane Martinez, who was in 
charge of the legislation in the assembly, 
that he had changed jobs and had become 
a flack for PG&E, she told us in 1997. 

The final bill was supposed to allow 
customers choice in the electricity market. 
But it required all customers in PG&E's 
service territory, whether they wanted to 
buy power from PG&E or not, to pay for 
PG&E's nuclear power plant costs. That 
prevented potential rivals from being able 
to offer cheaper deals and made a mock¬ 
ery of Peace’s promise that ratepayers 
would get a choice (see “Guilty Parties,” 
2/14/01), 

In 1998 consumer advocates Nader, 
Harvey Rosenfield, the Consumers Union, 
Continued on page 22 
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The PG&E 11 genuflect This 1975 Louis Dunn cartoon illustrated a Hay Guardian 
editorial commenting on what happened when the supervisors were asked to approve 
a feasibility study to municipalize PG&E. Not one of the 11 supervisors would go up 
against PG&E and put forth a resolution proposing a study. 


Criminal 

From page 21 

and the Utility Reform Network tried to 
overturn the part of A.B. 1890 that re¬ 
quired customers to pay for the nukes. 
But PG&E and the other two utilities 
poured some $30 million — with PG&E 
accounting for more than half — into a 
rash of misleading ads, bought the support 
of key environmental and consumer 
groups, and defeated the measure at the 
November ballot (see “Buying the Bailout,” 
10/14/98). 

Then, in 2001, reeling from the implo¬ 
sion of the deregulated energy market and 
the high cost of power from out-of-state 
utilities, PG&E demanded that someone 
else bail the company out of its troubles, 
PG&E declared its utility company bank¬ 
rupt — after shipping over the previous 
nine months more than $600 million to its 
parent company and shielding other rev¬ 
enues from creditors (see “Missing m Ac¬ 
tion," AJ 11/01) 

PG&Es top executives, who had started 
this whole debacle, got raises and bonuses 
totaling 550 million* 

Silencing critics 

Although PG&E likes to insist it is a toler¬ 
ant and responsible company, it has a long 
history of retaliating against any employ¬ 
ee who blows the whistle on its irrespon¬ 
sible practices. 

In the 1997 Nevada County fire case, 
one of the prosecution’s star witnesses was 
Jim Sprecher, a PG&E engineer who had 
written a report concluding that the com¬ 
pany was letting trees go un trimmed for 
too long and jeopardizing public safety. 
Instead of heeding Sprecheris concerns, 
the company demoted him, relegating him 
to an unimportant job and ostracizing 
him socially, he testified. 

He also testified that the report myste¬ 
riously disappeared from his unlocked 
filing cabinet at work at some point be¬ 
tween 1993 and late 1996, when he was 
contacted by Nevada County prosecutors 
(see “Vanishing Report” 5/21/97)* The 
report’s recommendation to increase 
spending on tree trimming was ignored 
by PG&E higher-ups. 

At PG&E’s April 1998 shareholders 
meeting, Neil Aiken, a shift foreperson at 
the Diablo Canyon nuclear power plant, 
stood up and told shareholders about 
safety problems that came from cost cut¬ 


ting at the plant. He told the audience he 
came forward only in desperation, be¬ 
cause he had exhausted all possible routes 
of solving the problem within the com¬ 
pany. He also released a report detailing 
the safety issues called “Going Critical" 
(see “Nuclear Leak" 4/22/98)* 

That year PG&E executives forced Aiken 
to undergo psychiatric evaluation. He was 
locked out of the plant and forced off his 
job after 24 years (see “Plugging the Leak,” 
11/18/98). The Project on Liberty and the 
Workplace took up his case, and the U.S, 
Department of Labor found PG&E guilty 
of retaliation in November 1999 (see 
“PG&E Fires Whistleblower," 4/5/00). 

PG&E also has a history of blackballing 
reporters who challenge the utility. Energy 
writer LA. Savage sued PG&E in 1988, 
charging that the company had gotten her 
fired from two jobs because she had once 
worked for an antinuclear group and had 
written for the Bay Guardian. She settled 
the suit for an undisclosed sum in 1995 
after the state Court of Appeals found that 
her allegations had enough merit to go to 
trial (see“Reporter Beats PG&E," 11/8/95). 

“PG&E wields considerable power over 
the press covering its activities,” Judge 
Williams Newsom wrote in a 1993 appeals 
court opinion dealing with the question of 
whether PG&E should be able to blacklist 
reporters who work for the Bay Guard¬ 
ian , l Tn the case of a public util ity enjoying 
such extensive monopolistic authority ..* 
there is an important public interest in as¬ 
suring the freedom of the press in report¬ 
ing on matters lying within the exercise of 
its franchise.” 

PG&E has used its formidable power 
to undermine that constitutionally pro¬ 
tected freedom. The haze of P.R. the 
company generates regarding its opera¬ 
tions has proved effective in protecting 
the utility’s empire — at the direct ex¬ 
pense of the public’s financial interests, 
safety, and health* <* 

P.S. Sup. Chris Daly will hold a hearing at 
the Board of Supervisors' Public Works and 
Public Protection C ommi ttee about the im¬ 
pact of PG&E's 40 percent rate increase on 
the local economy and small businesses and 
the deterioration of the company's customer 
service Ocl 16,10 a.m., City HalL legisla¬ 
tive Chamber, 1 Dr. Carlton B. Goodktt 
Place, $.E (415) 554-7970. 

E-mail Savannah Blackwell at 
sava n nahGsfbg.com. 
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Mirant’s morass 

The Georgia firm has manipulated state and local markets, poisoned 
San Francisco residents, and doesn’t want to pay its fair share of city taxes. 
Now the company wants a permit to expand its power plant near Potrero Hill. 
By Rachel Brafiinsky 


■P he Mirant Corp. — which has plans to ex¬ 
pand its Potrero Hill power plant by 540 
megawatts and hopes to become a central 
fixture of San Francisco's energy future — 
I has a dismal record in California and in San 
Francisco. 

Residents of the neighborhood near the power 
plant site are concerned about the health risks 
posed by living so close to the behemoth gener¬ 
ator. But they're also worried about the whole 
concept of allowing Mirant to build a plant that 
could give the Georgia-based company control 
over the city's electricity market. After ail, this is 
the same company that has been accused of gam¬ 
ing the state market for excess profits, and of 
withholding power in the days when the state 
was forced into rolling blackouts, in the middle of 
the energy crisis. 

And it’s the same company that wants a $7.3 
million deduction on its city taxes. 

Mirant first came onto the scene in San Fran¬ 
cisco as Southern Energy in 1997, when Southern 
bought the Potrero plant from Pacific Gas and 
Electric Co. (along with two other power plants 
PG&E sold off in response to the state deregula¬ 
tion law). Southern, which was busy running util¬ 
ities in southern states, created Mirant as a sub¬ 
sidiary and then spun it off as a separate compa¬ 
ny. A subsidiary called Mirant California manages 
the plant. 

By 2001, Mirant was considered by Morgan 
Stanley Dean Witter to be one of the top three en¬ 
ergy marketers in the country, and among the 
most lucrative in California. 

A bit too lucrative, perhaps. 

A March 2001 report by the California inde¬ 
pendent System Operator showed Mirant was the 
second-worst abuser of the state market, in fi¬ 
nancial terms. The ISO calculated how much prof¬ 
it companies should have made in a competitive 
market. Any earnings above that were considered 
“excess” Using this method, the ISO showed that 
Mirant earned $96.8 million in excess profits be¬ 
tween May and November of 2000. That's more 
than the combined total of excess earnings by 
Dynegy, Enron, and Reliant for that same period. 

Part of Mirant's straregy was to manipulate the 
market by withholding energy at key times, ac¬ 
cording to an analysis published by the California 
Public Utilities Commission in September of this 
year. 

The CPUC report shows that Mirant — along 
with the rest of the five largest independent gen¬ 
erators in the state — withheld power from the 
market during the blackouts of 2000 and 2001. On 
one occasion, the CPUC found,“by itself, Mirant 
had enough available but unused power to meet 
the needs of non-firm customers whose service was 
interrupted on that day” 

In other words, the CPUC says Mirant could 
have stopped the blackout that day on its own — 
but it didn't. 


Mirant denies the charges. “We've been ac¬ 
cused of a lot of filings over the past year,” Mirant 
spokesperson Patrick Dormson told us. “Mirant 
has not manipulated the market. Mirant has not 
withheld power from the market. Mirant has 
gone above the call of duty to provide power to 
California” 

A company response to the CPUC report says 
the CPUC overstated the company's ability to pro¬ 
duce power and that operational problems and 
planned outages were to blame for the compa¬ 
ny's output. 

The CPUC is still reviewing Mirant's analysis. 

Money manipulations 

Mirant's alleged manipulative behavior has local 
officials worried about what could happen if the 
company expanded its power production here, 
Mirant has one 206-megawatt natural gas-fired 
plant, three backup plants (known as “peakers”), 
and plans to build a new 540-megawatt gas-fired 
plant on the same site. The city's power use his¬ 
torically fluctuates between about 400 and about 
940 megawatts on any given day, depending on the 
weather and other factors. 

If the current proposal moves ahead as sug¬ 
gested, Mirant will control generation of enough 
electricity to serve the entire city, except on peak 
power-use days. That would give the company in¬ 
ordinate control — what s known to insiders as 
“market power”—over electricity production in 
the city. 

As Ed Smeloff, San Francisco Public Utilities 
Commission assistant general manager for power 
policy, explained to a state senate panel in Sep¬ 
tember 2001, “the restructuring of the electric 
power industry in California has made San Fran¬ 
cisco particularly vulnerable to the abuse of mar¬ 
ket power by private power plant owners” Be¬ 
cause of the way PG&E built the transmission 
system into the city; San Francisco has to generate 
as much as 40 percent of i ts electricity within city 
limits. 

“The only private-sector entity proposing to 
build new power plan ts in San Francisco is Mirant, 
which could end up owning generation roughly 
equivalent to San Francisco's peak demand for 
power,” Smeloff told the panel. “That situation is 
unacceptable to San Francisco since its business¬ 
es and residents would be subject to possible price 
gouging for years to come ” 

And there are other financial concerns about 
the company. Last July, Mirant confessed — on 
the heels of similar confessions throughout cor¬ 
porate America — that it had overstated as 
much as $253 million in assets and liabilities for 
2001. The Securities and Exchange Commis¬ 
sion is investigating. 

Mirant's Dormson told us he had little to say 
about the SEC investigation. “I'm sure it's still 
proceeding. You have to ask the SEC,” he said. 

Meanwhile the company's stock price has 
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Running out of time? Even If Mirant Corp. is granted a permit to build a new power plant on this Potrero Hill 
site, lt T s not clear how far the project will go. “Because of the [design] flaws, I think the proposal kind of 
collapses on itself/' one industry insider told us. 


tanked, sinking from more than $45 a share in 
May 2001 to just $1.27 a share Oct. 14. And a 
raft of lawsuits accuse the company and its sub¬ 
sidiaries Mirant Americas Energy Marketing, Mi¬ 
rant Delta, and Mirant Potrero of engaging in il¬ 
legal and anticompetitive wholesale power-mar¬ 
ket manipulation, which made electricity prices 
soar. Another case, filed by the California attorney 
general this past April, charged that the purchase 
and ownership of the Potrero plant has reduced 
competition in the marketplace, in violation of 
state law; 

Locally, Mirant has asked that the San Fran¬ 
cisco Assessment Appeals Board reduce its as¬ 
sessment of the value of the power plant property 
by a stunning total of $650 million for the past 
four years, Appeals Board records show. The po¬ 
tential tax loss to the city for that period: $7.3 mil¬ 
lion, This comes from the company that played a 
major role in worsening the state's current eco¬ 
nomic situation. 

The city hasn't yet acted on the request, which 
may not be addressed for another year. 


Fighting the city’s energy plans 

In addition to market concerns, there are health, 
environmental, and design problems with the 
power plant proposal^Although the new plant 
would be far cleaner than the old one, and clean¬ 
er than PG&E's Hunters Point power plant a 
mile down the road, it would, each year, emit into 
the air hundreds of tons of particulate matter, 
carbon monoxide, toxic gases, and nitrogen and 
sulfur compounds, according to an analysis by 
the Oakland-based Communities for a Better 
Environment. That would increase pollution in 
southeast San Francisco, an area already inun¬ 
dated with toxins. 

One of the major sticking points over the past 
few months of the power plant siting process is 
Mirant's controversial plan to use cooling tech¬ 
nology that will slurp a full third of the water in 
the South Bay, which includes everything south 
of the Bay Bridge, an assessment by the Bay Con¬ 
servation and Development Commission shows. 
Mirant's own tests show that more than 500 mil¬ 
lion fish larvae and millions of plankton and 
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microscopic animals would be wiped 
out each year the plant operates* 

A third design problem —one that 
could be the death of the proposal — 
is more technical. Right now the new 
plant design apparently contains what 
is known as a “singly point of failure,” 
according to the ISO, What that 
means, essentially, is that if there's a 
problem with one of the plant's two 
turbines, the whole thing fails* In a 
city where consistent power produc¬ 
tion inside city borders is essential for 
energy grid stability, that’s a major 
problem (see "Potrero Poison,” 
3/27/02)* Mirant wont confirm to us 
or to the state whether this description 
of the design is accurate* 

Citing problems with the cooling, 
air emissions, and design, City Attor¬ 
ney Dennis Herrera filed a motion 
Oct. 1 asking the California Energy 
Commission to put Mirant's power 
plant proceedings on hold* The city 
has stopped short of opposing the 
plant so far, but the city's energy plan, 
which is still in draft form, outlines a 
vision of the city’s energy future that 
doesn't include Mirant's plant. But the 
city's Potrero Power Plant Citizens' 
Advisory Task Force — an advisory 
panel of citizen appointees —- has rec¬ 
ommended the city oppose the new 
plant as currently proposed. 

Now it seems Mirant views the en¬ 
ergy plan as a direct attack. At a recent 
meeting of the CEC board, Mirant's 
attorneys reportedly derided the plan 
as a backdoor attempt by the city to 
push for public power. “They claimed 
the city's plan is naively ambitious and 
will never get put in place,” Greg Kar¬ 
ras, senior scientist at CBE, told us. 
CBE is very -supportive of the energy 
plan's goals and has endorsed Propo¬ 
sition D, San Francisco's public power 
measure. 

Porinson said that Karras's de¬ 
scription was not exactly precise but 


confirmed that Michael Carroll, one of 
Mirant's attorneys attending the meet¬ 
ing, said he "was a bit incredulous that 
the city plan did not include Potrero 7 
[the proposed plant].” 

The city plan calls tor development 
of smaller, cleaner, more dispersed 
power plants, along with serious con¬ 
servation and efficiency projects (see 
“Competing Energy Visions,” page 30)* 
It will also help the city avoid having to 
say yes to Mirant's proposal, A*s the 
SFPUC's Smeloff told the senate panel 
last year, "To eliminate the opportunity 
for Mirant to price gouge, San Fran¬ 
cisco is exploring opportunities to de¬ 
velop distributed sources of power 
and energy efficiency that it could fi¬ 
nance with tax-exempt bonds that are 
available to public power entities.” 

But even if Mirant is granted the 
permit to build, it's not clear how far 
the project could go* As one energy 
industry source familiar with the proj¬ 
ect explained,“Mirant's market capi¬ 
talization is about half of what it once 
was. If they get a license, they proba¬ 
bly won't even be able to finance it. 
And because of the [design] flaws, I 
think the proposal kind of collapses 
on itself” 

Indeed, even Dorinson admits the 
company's fiscal woes will slow any 
new project. “Financially, right now 
we can't afford to finish it,” he told us. 
“We were going to build a plant in 
Contra Costa. We had to mothball it..*. 
We had to mothball a plant in Wash¬ 
ington. There's not a lot of capital out 
there on power plant projects” Still, he 
said, “we're continuing with the ap¬ 
plication we've submitted " *+* 

For detailed information on the Potrero 
power plant siting process, go to the 
CEC Web site , www.energy, ca.gov/sit- 
ingcases/po tre ro/i ndex * h tm i 

E-mail Rachel Brahinsky at rachel 
0sfbg.com. 



The Shakedown: This 1937 Bay Guardian cartoon illustrates the relationship between 
PG&E and San Francisco consumers* 
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How PG&E wires the city 

Connections, pressure, and campaign cash — inside the utility’s campaign to keep its monopoly safe in S.F.. By Savannah Blackwell 



W hen Fiona Ma, a candidate for 
supervisor in District Four, came 
into the Bay Guardians office 
this Sept 11 to make a pitch tor 
our endorsement, she came off 
as a bright community leader with a gen¬ 
erally progressive approach and a solid 
understanding of the issues. That is, until 
we asked her about her position on the 
public power measure. Proposition D. 

Suddenly, Ma began to sound as if she 
were reading a Pacific Gas and Electric 
Go. press release. One by one, she repeat¬ 
ed the official PG&E arguments: Prop. D 
would take away the publics right to vote 
on revenue bonds (so would Proposition 
A, which Ma supports)* Prop. D would 
lead to a takeover of PG&E's system, forc¬ 
ing rates to go up (nonsense—San Fran¬ 
cisco couldn't take over the system un¬ 
less the city controller certified that rates 
wouldn’t go up}* And besides, if the city 
can t even run Mum, how can it run an 
electric utility? (Muni is, and always will be, 
a money loser: electric utilities make 
money L which is why they operate so ef¬ 
fectively in more than 2,000 U*S* cities,) 
When we challenged Ma, she could not 
engage In a meaningful debate* It was clear 
she had only a superficial knowledge of 
the issue. The liberal Asian candidate, who 
works for the liberal state senator John Bur¬ 
ton, had become a PG&E mouthpiece* 

Ma claimed that no one from PG&E had 
rehearsed her on the matter and that her 
conclusions came from materials she had 
been reading* But a quick look at the people 
behind the candidate suggests otherwise. 

Here are the behind-the-scenes connec¬ 
tions: Ma’s campaign consultant is Tom A* 
Hsieh. Hsieh, who voted against Prop. D as 
a member of the local Democratic County 
Central Committee, is the son of Tom Hsieh 
Sr*, a former supervisor who always sided 
with PG&E* One of the younger Hsieh’s 
business associates is consultant Sam La u ten 
PG&Es former city hall lobbyist* (Hsieh 
said neither he, his father, nor any other 
consultant influenced Ma on the issue.) 

Given those connections, Ma’s opposition 
doesn't come as such a big surprise — 
PG&E has been using backroom connec¬ 
tions, subtle and direct pressure, and truck- 
loads of contributions to campaigns and 
local charities to line up community leaders 
and politicians, including self-proclaimed 
liberals, against public power for years. 

As Prop* A consultant Eric Jaye told us, 
Its the alliances' 1 that PG&E has built up 
over the years that make the difference* 
Although PG&E’s stranglehold on city 
politics has waned considerably since the re¬ 
turn of district elections i n 2000, die dereg¬ 
ulation fiasco, and die company's bank¬ 
ruptcy, its still very much a powerful play¬ 
er in local politics* 

And the campaign against Prop. D 
proves it 


Fingers in the pie 

PG&E tried to shape the current ballot 
measure before It ever saw the light of day* 

Company representatives were smart 
enough to know that walking into the of¬ 
fices of key public power supporters on 
the San Francisco Board of Supervisors 
would be a waste of time* Instead, PG&E 
turned to civic groups with which it enjoys 
a coxy relationship. 

In the spring, board president Tom Am- 
miano shifted his long-standing policy,of 
not allowing the city’s business interests to 
have a direct influence on his legislation 
when he invited representatives of the San 
Francisco Planning and Urban Research 
Association, a group with ties to San Fran¬ 
cisco’s wealthiest corporations, to discuss the 
shape of the new public power ballot 
proposition with his staff SPUR's board 
includes PG&E representatives, and the 
company paid $12,500 in dues to the or¬ 
ganization last year. 

Ammiano initially proposed a weak 
measure that didn’t call for the city to take 
over PG&Es system* It was a dramatic step 
back from his 2001 plan (see “Public Power 
Lite,” 6/19/02) and reflected SPUR's influ¬ 
ence* Ammiano's staff said he was con¬ 
cerned with crafting an initiative that would 
no t get beaten at the polls and would still re- 
sult in the shutdown of PG&Es aging and 
polluting Hunters Point power plant* Sup* 
Matt Gonzalez succeeded in getting the 
board to back the insertion of a provision 
that would give the city the power for a 
takeover, on the condition that such a move 
would not make rates go higher than those 
of PG&E (see “Public Power Victory,* 
7/17/02). 

SPUR, which had pushed for the origi¬ 
nal version, now opposes Prop* D — even 


though the group’s staff recommended 
supporting it (see“Power Boost," 7/31/02)* 

Once the measure was on the ballot, 
PG&E got busy trying to convince key civic 
groups to oppose It 

One utility success: PG&E won the sup¬ 
port of the Coalition for San Francisco 
Neighborhoods, a group representing 37 
neighborhood associations that in 2001 
supported only one of the public power 
measures. Proposition I (which provided for 
the formation of a municipal utility dis¬ 
trict). 

Barbara Meskunas has taken the orga¬ 
nization's reins from longtime public power 
supporter Doug Comstock. Rebecca Sil- 
verberg, who ran for District 11 supervisor 
in 2000 and was thanked by PG&E in an ad 
last year for her opposition to the pro- 
public power Propositions F and I, is man¬ 
aging the club’s election process. 

Hostile crowd 

When Bay Guardian editor and publisher 
Bruce B. Brugmann went to the coalition’s 
sparsely attended Aug. 20 endorsement 
meeting to present the pro-Prop. D argu¬ 
ments, he said he found a more hostile at¬ 
mosphere than last year, suspected PG&E 
had been at work, and knew the measure 
was going down* 

After the meeting, Brugmann asked 
the coalition to reconsider its vote at a 
future meeting at which more members 
might attend, and Meskunas and Silver- 
berg refused. 

Later, coalition president Meskunas 
agreed to sign, on the dub's behalf, a ballot 
argument against Prop. D* 

PG&E s house union, the International 
Brotherhood of Electrical Workers, Local 
1245, paid for the argument, and Meskunas 


said it was written by representa¬ 
tives from PG&Es campaign con¬ 
sulting firm, Solem and Associates. 

A quote from the argument 
wound up on one of PG&Es anti- 
Prop. D flyers* 

Meskunas told us no PG&E op¬ 
eratives lobbied her or o ther mem¬ 
bers* As for Silverberg, she signed a 
ballot argument, headed “Democ¬ 
rats are opposed to Proposition D," 
against the measure as a represen¬ 
tative of the District 11 Democ¬ 
rats, for which she serves as secre¬ 
tary* Solem s Judy de Freitas is list¬ 
ed as the contact person for Silver- 
bergs ballot argument, according to 
Department of Elections records* 

The chamber’s hypocrisy 

Meanwhile, PG&E was hard at 
work lining up business organi¬ 
zations where the company pays 
high dues and has representatives 
on boards, including SPUR and 
the Chamber of Commerce. 
Those groups all ignored the fact that high 
PG&E rates have a damaging effect on the 
local economy and local business, and 
they voted no on Prop. D (see “The $620 
million Shakedown" and “Feeling the 
Crunch," 9/4/02). Their influence was 
widespread. No business association has 
endorsed the measure* 

One example of how influential PG&E is 
with business groups: The chamber and 
SPUR both strongly back Prop, A, which 
would authorize the San Francisco Public 
Utilities Commission to sell $L6 billion in 
revenue bonds to rebuild the public Hetch 
Hetchy water system* Prop. A is similar to 
Prop. D except that Prop. D is more fiscal¬ 
ly conservative: Prop* A will lead to higher 
water rates, and Prop* D must, by law, lead 
to lower electric rates. 

In fact, one of the No on D arguments 
— that public penver is too risky and ex¬ 
pensive — are exactly the kind of argu¬ 
ment that opponents are using to try to 
sink Prop. A, 

And yet, the chamber and SPUR are 
sending out a mixed message* They support 
Prop, A but not Prop. D. The contradiction 
undermines their support for Prop. A. 

Twice, we attempted to get the chamber’s 
officials to come by our offices and explain 
their contradictory positions, and twice the 
Yes on A forces arrived without a repre¬ 
sentative from the chamber. Eventually we 
set up a phone interview with chamber 
president Lee BHtch and vice president 
Roberta Achtenberg. They could not ex¬ 
plain why revenue bonds for public water is 
good idea but revenue bonds for public 
power is not. 

“We“might be hypocrites, but we hope 
you're not," Blitch finally said in urging us 
to endorse Prop. A. 


Friends in high places 

Mayor Willie Browns fingerprints are all 
over the opposition to Prop. D* The mayor, 
who has taken thousands of dollars in cam¬ 
paign contributions from PG&E and at 
one point in his legislative career was a 
lawyer for the company, appeared at a Sept 
30 rally against the measure. Brown sent a 
letter urging commissioners and other ..of¬ 
ficials to attend. Brown is opposing Prop. D 
even though it would give the city foe power 
to issue revenue bonds to pay for new, 
smaller, cleaner power generators that 
would replace the Hunters Point power 
plant and allow for its closure, a move he 
supports* Brown’s position also undermines 
foe policies of the city's Energy Efficiency 
Plan, authored by his main energy adviser, 
Ed Smeloff* 

Between 1998 and 2000 alone, PG&E 
threw $21,504 at Browns political ambi¬ 
tions. In fact,between 1998 and mid 2002, 
the company contributed more than 
$206,000 to' the campaigns of San Fran¬ 
cisco’s elected officials. 

"PG&E believes in buying politicians, 
and if thatis not possible, at least renting 
them,” former presidential candidate and 
longtime consumer advocate Ralph 
Nader said at a Commonwealth Club 
forum Oct* 8* 

Protecting an illegal monopoly 

Some of PG&E’s strategies to protect its 
monopoly are straightforward: since 1927 
the company has spent more than $3 mil¬ 
lion in campaign money against any move, 
however slight, by San Francisco voters to¬ 
ward public power* To date, the company 
has put $1 million into fending off pas¬ 
sage of Prop. D. 

In the eariy part of the century, PG&E re¬ 
lied on hard-core techniques — including 
outright bribery, graft, and violence — to 
get its way. In the scandals involving noto¬ 
rious political boss Abe Ruef, PG&E was 
charged in 1907 with bribing members of 
the San Francisco Board of Superv isors to 
fix gas prices at a high rate. Three PG&E ex¬ 
ecutives were indicted and lied the country 
to avoid prosecution* In 1916 the company 
helped frame two labor leaders, Tom 
Mooney and Warren Billings, fora bomb¬ 
ing at the city's Preparedness Day Parade 
that killed nine people* The company or¬ 
ganized a boycott of the newspaper editor 
(Fremont Older) who exposed foe frame- 
up* An investigation ultimately showed that 
San Francisco District Attorney Charles 
Fickeru who orchestrated foe scheme on be- 
half of PG&E, never made a move without 
first calling PG&E's chief flack and the at¬ 
torney for the Chamber of Commerce (see 
"How PG&E Wired City Hall*3/30/88). 

The god all along: protea the com pany's 
monopoly In San Francisco. The effort has 
required considerable political muscle, be- 
Continued on page 28 
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Monopoly 

From page 26 


cause every day that PG&E sells power in 
town* the dry and the company are violat¬ 
ing federal law (see “The Hetch Hetchy 
Hostage Crisis " 9/22/93), 

In 1913 the federal Raker Act allowed 
the city to dam the pristine Hetch Hetchy 
Valley, with the understanding that the 
city would sell the power generated at the 
dam cheaplytoSan Frandstans, in direct 


competition with PG&E* 

But that never happened In 1924 the rity 
suddenly quit building the copper cable 
that would have brought power into town 
and plugged the wires into a PG&E sub¬ 
station at Newark. Every one of the super¬ 
visors who went along with the ruse to 
keep a publicly owned transmission line 
from reaching San Francisco, then agreed to 
contracts under which the dty would sell its 
Hetch Hetchy power wholesale to PG&E, 
got dumped at the polls (see the timeline at 


www.sfbg. com/News/pga nde/ 
pgechron.html)* 

Though voters rid the city of those offi¬ 
cials, PG&E's political clout has created 
endless, structural corruption at dty hall 

In 1988 the San Francisco Board of Su¬ 
pervisors approved a set of contracts with 
Turlock and Modesto that required the dty 
to sell much of the power generated by the 
dam to the two Central Valley irrigation 
districts. The deal effectively kept the dty 
from having enough electricity available to 


sell to residents (see “Anatomy of a Scandal" 
3/30/88). Then-mayor Dianne Feinstein, 
who led the campaign against the 1982 pro¬ 
posal for a public power study personally in¬ 
tervened in the waning days of her admin¬ 
istration to make sure the city's staffers 
came up with a deal that PG&E liked* 

Even though Felnstein's successor. Art 
Agnos, had campaigned on an anti-PG&E 
platform, he quickly caved in and approved 
the contracts* 

In 1988 the Bay Guardian received doc- 
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uments from an anonymous PG&E work¬ 
er that laid out in detail the company's ag¬ 
gressive strategy for controlling dty hall. 
Seven lobbyists descended on city haU more 
than a year before the contracts were signed 
Each supervisor was lobbied regularly* In 
concert with Solem and Associates (then 
called Solem/Loeb and Associates), some¬ 
one representing PG&E's interests attend¬ 
ed every single hearing on the issue without 
disclosing his or her affiliation. 

Any politician who took on the utility 
could counton retaliation* Former super¬ 
visor Angela Alioto, who started a com¬ 
mittee in 1994 aimed at pushing for public 
power, was a target. PG&E arranged for 
the San Francisco Labor Council to not 
even consider her candidacy for mayor in 
1995 (see “Labor v* Public Power,' 1 1/16/96)* 
PG&E and other corporate heavyweights 
contributed a record amount of soft money 
against the 1999 mayoral bid of board pres¬ 
ident Ammiano, who was Alioto's one solid 
ally on the issue* 

Alioto had to tight both the city and 
PG&E to make any headway against the 
utility's monopolistic practices* In 1994, 
when she pressed for the city to bid on 
providing power to Presidio National Park, 
the SFPUC was slow to move. And she had 
to browbeat former dty attorney Louise 
Renne (who Feinstein appointed). Rennet 
husband worked for a firm of which PG&E 
was a major client (see “The People vs. 
Louise Renne," 4/9/97)* 

And thanks to the age-old alliance be¬ 
tween the city, its offidals, and even the 
SFPUC Alioto was never able to gel the city 
to do a fair feasibility study of whether the 
city should go into the business of provid¬ 
ing power to city residents. 

When Barbara Kaufman, a staunch 
PG&E ally, became president of the Board 
of Supervisors in January 1997, she killed 
A Koto's public power committee outright* 
That was the end of the issue at dty hall 
until Ammiano became board president 
in 1998 and re-created the public power 
committee* But with an entire Brown-ap¬ 
pointed board against him, he could not do 
much. Indeed, during Brown's adminis¬ 
tration PG&E lobbying records showed 
frequent contact with most of the supervi¬ 
sors on the pre-district elections board, 
especially Amos Brown, Leslie Katz, Kauf¬ 
man, and Michael Yaki (see “The Shame of 
San Francisco," 1/29/97). 

The issue was more or less checked at 
dty hall until die return of district elec* 
tions in 2000. Early the next year with a 
new, reform-minded board of supervisors 
in power, M UD was placed on the ballot by 
a 9-2 vote (see “MUD on the Ballot,” 
2/14/01). But the battle is far from over. 

Though it can no longer control the 
Board of Supervisors, the corporation's 
hooks are still deep In key offidals and 
organizations* Moreover, if Brown, PG&E, 
and downtown forces get a friendly ma¬ 
jority on the board elected in November, 
and if PG&E succeeds in beating back 
Prop. D with a flood of cash and mislead¬ 
ing ads, public power and other progres¬ 
sive causes could be in trouble for a long 
time to come. *> 
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E-mail Savannah Blackwell at 
sava n nah @sfbgxom„ 
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Competing energy visions 






$ 


PG&E imagines a world where power plants are deregulated, rates are high, and corporate profits soar. But there's an alternative 

- and the choice is yours. By Rachel Brahinsky. Illustrations hy Bus D’Angelo 


I n an era when the public is focused on corporate crime and the 
high salaries of manipulative company CEOs, San Francisco is 
in a unique situation. There are two primary competing pro¬ 
posals for San Francisco’s energy future — and the public can de¬ 
cide the outcome. 

There's the corporate vision, dreamed up by Pacific Gas and Elec¬ 
tric Co. and detailed in its proposed bankruptcy reorganization plan. 
The plan, according to a report by consumer advocates at the Utility 
Reform Network (TURN), represents PG&E’s long denied corporate 
agenda," which Jj seeks to convert valuable portions of its state reg¬ 
ulated facilities into cash machines capable of delivering spectacular 
profits to its shareholders.” 

It’s remarkable that PG&E would push this sort of agenda when it 
has already failed those shareholders, PG&E Co. is bankrupt, and 


National Energy Group, a major PG&E subsidiary, has had its bond rat¬ 
ing slashed several times recently, and Standard and Poor’s has sug¬ 
gested It may have to file for bankruptcy. 

Under PG&E's plan, which has yet to be approved by the bankruptcy 
court, there will be more pollution, less state control over PG&E’s Sier¬ 
ra Nevada mountain dams, and high power rates for more than a 
decade to come. 

But there’s another plan. Crafted by the San Francisco Public Util¬ 
ities Commission and the Department of the Environment with input 
from the public, the city’s draft energy plan pictures a San Francisco 
with clean, reliable, decentralized power and affordable energy bills. 
It's a solid vision of a healthier, smarter energy future in which PG&E's 
polluting Hunters Point power plant can be shuttered for good. 

The fate of the draft energy plan doesn’t entirely hinge on pas¬ 


sage of Proposition D : the public power and energy efficiency 
measure on the Nov, 5 ballot But implementing the plan would be 
far faster with the financing authority and public power mandate of 
the measure. In combination, the city's energy plan and Prop. D rep¬ 
resent a different hope for San Francisco, one in which residents 
are participants in energy decisions and environmental justice is at 
the forefront of policy making. 

Below is our annotated illustration of the world under each vision. 
The public has little say over PG&E T s plan —- its fate is in the 
hands of a federal bankruptcy judge {who may reject it in favor of 
a state plan for PG&E's future). But voters do have the right to 
vote for Prop* D, which will help the city implement its energy plan 
with the necessary speed. And without the city’s plan, we ll prob¬ 
ably be stuck solely with PG&E’s. 





PG&E’S VISION: PROFITS FIRST 


i 
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1. Nuclear power plants deregulated Under PG&E’s bank¬ 
ruptcy plan, four new subsidiaries — all exempt from state 
regulation — would be created and some of PG&E’s most 
valuable assets, which were originally paid for by PG&E 
ratepayers, would be transferred to those subsidiaries. That 
includes the Diablo Canyon nuclear power plant, which 
would no longer be subject to regulation by the California 
Public Utilities Commission. Of course, there's still federal 
regulation, but as the recent energy crisis showed us, many 
federal agencies are more interested in fostering "free" 
markets than they are in looking out for consumer interests. 
Some aren't even required to consider consumer interests, 
as the state is. Under federal rules, it may be far easier for 
PG&E to raise rates. 



2. Dams deregulated Over the years, PG&E customers have paid for the development 
and maintenance of PG&E’s extensive chain of hydroelectric dams, which produce ex¬ 
tremely cheap power for the company. Now it wants to transfer those plants to an un¬ 
regulated subsidiary, so it can raise rates even higher and avoid state environmental laws, 
which are some of the strictest in the nation. With the direction of federal environmen¬ 
tal policy being what it is today, it's not hard to imagine what could happen to the prop¬ 
erty surrounding the dams in PG&E's new world order. 
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3. Rates soar The key to PG&E’s plan: make more money — for the shareholders and 
top executives of PG&E. Under its plan, consumers will pay far more than the actual cost 
of power for at least a dozen years. According to an analysis by the office of house speak¬ 
er pro tem Fred Keeley, in the next 12 years, consumers will pay a minimum of $8.4 bil¬ 
lion to PG&E. That’s above and beyond what the company will spend to operate its power 
plants — and the vast majority of it wili go straight into shareholders’ pockets. In other 
words, it’s pure profit 

PG&E claims its plan doesn’t raise rates. But according to the TURN report ‘‘Highway 
Robbery.” the company’s plan to transfer gas pipelines out of state couid cost small PG&E 
gas customers more than $900 million over the 


4. Corporate profits soar The numbers can be dizzying, and after all the news over the 
past year of billion-doilar bankruptcies, it’s easy enough to be numb when you’re told that 
PG&E’s plan could cost consumers as much as $18.5 billion. But don’t fail asleep. 
That’s billion, with a big B. 

Beyond the overcharges for electricity, which could total $8.4 billion, there’s the nat¬ 
ural-gas rate hikes, at another $900 million. And then there’s PG&E's ace in the hole, the 
$9.2 billion it’s currently seeking as payback from the state: PG&E says that since the state 
didn't lift the rate freeze when power prices first began to soar in 2000, the company was 
forced to absorb the excess costs, which caused it to go bankrupt. And if PG&E wins in 
court, that's $9.2 billion more out of consumers' pockets. 


.. 


next 12 years - and even more in the future. 


RATE'S 




. 



PROFITS 


www,sfbg.com * October 16,2002 * San Francisco Bay Guardian 


















■i 


1 . Cleaner, smaller power plants The draft city energy plan proposes that San Francisco get 
its power from multiple sources - many of them renewable and all of them smaller and more 
reliable than the large plants the city has counted on for years. Under the plan, the city would 
build windmills on Altamont Pass near Livermore, would depend more on its relatively clean Hetch 
Hetchy hydropower, and would install solar panels on public and private buildings in San Fran¬ 
cisco. Solar and wind projects could produce 200 megawatts of energy by 2012. 

Key to the plan is a series of cogeneration plants, which are more efficient than standard com¬ 
bined-cycle natural-gas plants. These plants would produce about 50 megawatts of electrici¬ 
ty and would be disbursed throughout the city, which would reduce the historic burden of pol¬ 
lution that the city's two large power plants have placed on the Bayview-Hunters Point and Potrero 
communities. Small-scale turbines would produce 72 megawatts by 2012. The Mirant Corp.'s 
proposal to build a huge new power plant near Potrero Hill is not included in the plan. 






1 


3. Rates drop Across the country, public power agencies charge an average of 20 percent less 
'than private companies like PG&£, according to the American Public Power Association. With local 
control over rates, and with no shareholders or CEOs to pay, San Franciscans would pay less for 
electricity. High dependency on solar power could slow the drop in rates for a period, but as the 
city, along with other green-minded California communities, moves forward with bulk purchases 
of solar-power systems, the price is expected to fall dramatically. 

Lower electric rates would be a boon to economic development — as would the construction 
of small local power projects and alternative energy systems. 
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4. Local control of energy One of the energy plan’s main goals is to increase local control — and it’s about 
time the city began to move that direction. With PG&E in charge of building the energy system, San Francisco 
has been left in an extremely vulnerable position.There is only one transmission line bringing power into San 
Francisco, so 40 percent of the power the city uses has to be produced within city limits. In technical terms, 
the situation has left San Francisco as the least reliable, most blackout-prone city in the state, according to 
the California Energy Commission. 

But foe human cost has also been great. The city has been forced to depend on two aging power plants 
near residential neighborhoods — and that has put pressure on the low-income communities surrounding 
the plants. Many Bayview and Hunters Point residents believe foe plants are responsible for their high rates 
of asthma, cancer, and heart disease, and they want the plants shut down. The unreliable system structure 
has, sadly, pitted foe city's need for reliable power against residents’ health. 


2. Old plants closed down The ultimate goal of the city’s plan, which was written in response to an or¬ 
dinance by Sup. Sophie Maxwell, is to allow foe closure of the Hunters Point plant by 2005. The Independent 
System Operator is currently reviewing the city's proposal, and foe San Francisco Board of Supervisors is 
expected to approve it sometime this fall. If it’s enacted quickly, the community’s long unrealized demand 
that foe polluting old plant be closed can finally be met (until there are alternatives to provide foe city with 
power, state regulators insist that it stays operational). 






AN ALTERNATIVE: THE PEOPLE IN CHARGE 


WHAT YOU CAN DO 


The key element to all of this: passing Prop. D. It would bring even more local control over the city's 
energy future and provide a key financing mechanism so that the city can quickly move ahead with 
its energy plan. First, it has to be approved by voters Nov. 5. And it’s also important that the supervi¬ 
sors and the mayor hear from the public so that the energy plan can be passed in its current, 
compassionate form. 

Get involved — contact the campaign for Proposition D at (415) 820-1418 or visit www. 
powertothepeopie.org. Read the city energy plan at www.sfgov.org/sfenvironment/aboutus/ 
snergy/policy.htm. 

Read TURN'S report at www.turn.org. 

E-mail Rachel Brahinsky at rachel@sfbg. com. 
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It’s your dam, 
dammit! 


A tour of the Hefch Hetchy system, 

which could provide cheap power for half of the city. 

By RachelBrahinsky and Savannah Blackwell 



Water in motion: Water from the dam travels through 150 miles of a complex gravity- 
fed network of pipes and tunnels. Penstocks, like the one pictured here, inset, high 
above the Kirkwood Powerhouse, are used to shoot water at high speeds into the 
system’s three powerhouses, where the force of the water spins turbines to create 


electricity. (The inside of the turbine barrel is fascinating. When we were there, the pipes 
were icy cold to the touch, and toe sound of the generator's spinning was deafening.) 



Electricity is bom: The Hetch Hetchy system generates an average of about 1.7 billion 
kilowatt-hours of electricity. About half of that is sold to toe Turlock and Modesto 
Irrigation Districts at cheap rates; toe rest powers city buildings and services such as 
Muni. If San Francisco used all the power, the system could provide for about half toe 
city’s needs, except during drought years or peak power-use times. The old Mocassin 
Power House, pictured, contained four generators, each producing 20 kilowatts of 
energy. That translated into $115 million worth of electricity over its 44-year life. 
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Where it all begins: The O’Shaughnessy Dam, completed by city engineer Michael O’Shaughnessy in 1923, stands 312 feet tall 
and extends another 118 feet into the bedrock below it. The crest of toe dam is 910 feet long. Behind it is the Jewel of the system: 
toe Hetch Hetchy Reservoir, which was formed when the dam sealed oft the flow of toe Tuolumne River in Yosemite National Park. 
At eight miles long and 300 feet deep, the reservoir holds some 17 billion gallons and provides 85 percent of San Francisco’s 
water. The rest comes from the Calaveras and Crystal Springs Reservoirs. The dam was buitt by San Francisco despite protests by 
environmentalists who decried the destruction of the valley. Today environmental groups including the Sierra Club are still fighting 
to have the dam tom down and toe valley restored. 



Water works: The city's map of toe public water system shows how effectively San Francisco brings water from the High Sierra to 
some two million Bay Area customers. But the power generated by Hetch Hetchy has been kept from local residences and 
businesses, which instead pay high rates for PG&E’s private power. While the city built several water mains up the peninsula, PG&E 
has built only one power line into San Francisco, leaving toe city vulnerable to blackouts. 


HETCH HETCHY REGIONAL WATER SYSTEM 
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Hetchy Beach Chalet sits nestled in 
Hetch Hetchy Reservoir. Originally built to 
accommodate Eleanor Roosevelt, the chalet remains a place 
where city officials and others spend time on the weekends. 
Unfortunately, hardly any of those officials — who enjoy the 
beauty of the area and the free accommodations — have 
taken steps to ensure that the city comes into full compliance 
with the federal Raker Act, which mandated that San Francisco 
use Hetch Hetchy to form a public power system (see "How 
PG&E Wires City Hair page 36). 


Spinning for power: Jim Haydn-Meyer t superintendent of 
electrical operations and maintenance, gave us an Informative 
tour of the system, which included a look at this big metal 
wheel. Known as a double-runner Felton, the wheel spins inside 
a turbine barrel and is a key component in making electricity. 
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Days in the life 






The Bay Guardian staff: A 36th anniversary photo essay 

RHHi 




Moving day: The Bay Guardian staff assembles for a good-bye photo at our old office building, 520 
Hampshire St, just before moving to the new Bay Guardian Building at 135 Mississippi St. 


Tilings that go bump in the night Bay Guardian staffers show off their 
Halloween best Pictured, from left, bottom row: systems administrator 
Dennis Cabuco, archives coordinator Alissa Chadbum, reporter Cassi 
Feldman, Greyson Gerhard-Young; top row; IT director James Curnow, 
receptionist Mark Lindley, traffic and operations supervisor Alice Talley 
Marquez, executive administrator Vincent Escareno, Michelle Maghes, 
associate publisher Jean Dibble, classified senior account executive Darien 
Dumanis, and IT manager Seth Friedman. 



Sister talk: Classified senior 
account executive Ryan 
"Novice Sister Sharin' Dipity 11 
Loiselie at Ba-da-Bingo. 


: : :v: 



> V 1 ^ J\ 

SB? 

♦*V. , , 


m 

_ i 

m « 


Taking 

the city 
Camille 


City Half by storm: From left, activist Medea Benjamin and Jill Lemer of 
s administrative services department, talk with assistant to the publisher 
X. Goss and publisher Bruce B. Brugmann on City Hall steps. 


Sell, sell, sell: Sales and 
development manager 
Warren Spicer considers 
stealing sales leads while 
no one is looking. 


We're honored: Sup. Tom Ammiano, left, presents 
executive editor Tim Redmond with a community 
service award for the Bay Guardian from the 
Harvey Milk Lesbian, Gay, Bisexual, Transgender 
Democratic Club, 



Will play for fame: Production manager Chris Hughes 
comes up with a new melody while sitting on Davenport 
Beach in Santa Cruz. 
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—”— 1 ■ 11 “ -— m _- Curtain call: Greyson Gerhard-Young 

Road trrpprn reporters: Savannah Blackwell, left, and Rachel Brahinsky scope Hold, please: Receptionist Mark Lindley One ringy dingy: Accounts receivable specialist and assistant calendar editor Sarah Han 

out Hetch Hetchy, dammit. can push anyone’s buttons. and rock columnist John O'Neill counts up the cash, take in a movie. 
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